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1. Description of the parent company and structure of the consolidated group

Establishment of the parent company

UNIPETROL, a.s. (the “Company”) is a joint stock company established by the National Property Fund of the Czech Republic by a foundation agreement dated 27 December 1994. The Company was registered in the Register of Companies at the Regional Commercial Court in Prague on 17 February 1995. The Company is listed and registered on the Prague Stock Exchange.

Registered office of the Company
UNIPETROL, a.s.

Klimentská 10

110 05 Praha 1

Czech Republic

Principal activities

The Company operates as a holding company covering and administering a group of companies (hereinafter the “Group”). The principal businesses of the Group include oil and petroleum products processing, production of commodity chemicals, semi-finished industrial fertilizers and polymer materials, including synthetic rubber, mineral lubricants, plastic lubricants, paraffins, oils and petroleum jellies. Furthermore, the Group is engaged in the distribution of fuels and operation of gas stations.

Ownership structure
The shareholders as at 31 March 2007 are as follows:

POLSKI KONCERN NAFTOWY ORLEN S.A. 
63 %

Investment funds and other minority shareholders
37 %

The condensed consolidated interim financial statements comprise the same subsidiaries and joint ventures as those comprised by the Group in its consolidated financial statements at and for the year ended 31 December 2006.

The presentation of major associates is the same as presentation used in Group’s consolidated financial statements as of 31 December 2006.

The consolidated interim financial statements of the Group as at and for the year ended 31 December 2006 are available upon request from the Company’s registered office or at website address.

2. Significant accounting policies

A
Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance with International Financial Reporting Standard (IFRS) IAS 34 Interim Financial Reporting. They do not include all of the information required for full annual financial statements and should be read in conjunction with the consolidated financial statements of the Group as at and for the year ended 31 December 2006. 

B
Basis of preparation
The Group used the same accounting policies and methods of computation during preparation of these interim financials statements as compared with the consolidated financial statements for the year ended 31 December 2006 as in year 2006 with exemption described in Note 3.
3. Change in accounting policy and reclasifications of previous periodS 

New classifications in the financial statements
In order to be consistent with the classification principles of the Unipetrol Group accepted at the first quarter 2007, certain items were reclassified in the financial statements of subsidiaries. The comparative figures presented in these interim consolidated financial statements were restated to conform to the new classifications.

The following table summarizes changes in accounting policies, reclassifications of previous periods and their impact on the balance sheet and the income statement for the periods ended 31 December 2006 and 31 March 2006:
3.    CHANGE IN ACCOUNTING POLICY AND RECLASIFICATIONS OF PREVIOUS PERIODS (CONTINUED)
	
	31/12/2006
as previously stated
	Reclasification of acquisition of intangible assets
	Reclasification of prepayments
	Reclasification of accruals
	Reclasification of state budget receivables and liabilities
	31/12/2006 
as restated

	Property, plant and equipment
	34,366,580
	82,089
	(352,453)
	
	
	34,096,216

	Investment property
	
	
	
	
	
	 

	Intangible assets
	1,738,824
	(82,089)
	
	
	
	1,656,735

	Other investments
	3,710,018
	
	
	
	
	3,710,018

	Non-current receivables
	202,398
	
	
	
	
	202,398

	Derivative financial instruments
	45,045
	
	
	
	
	45,045

	Deferred tax asset
	70,895
	
	 
	 
	 
	70,895

	Inventories
	7,884,539
	
	(12,026)
	
	
	7,872,513

	Trade receivables
	11,176,135
	
	364,479
	103,480
	(26,831)
	11,617,263

	Prepayments and other current assets
	874,243
	
	
	(103,480)
	
	770,763

	Derivative financial instruments
	6,847
	
	
	
	
	6,847

	Income tax receivable
	173,850
	
	
	
	
	173,850

	Cash and cash equivalents
	4,329,852
	
	
	
	
	4,329,852

	Assets classified as held for sale
	7,327,762
	
	 
	 
	 
	7,327,762

	Total assets
	71,906,988
	
	 
	 
	(26,831)
	71,880,157

	
	
	
	
	
	
	 

	Share capital
	18,133,476
	
	
	
	
	18,133,476

	Statutory reserves
	1,759,163
	
	
	
	
	1,759,163

	Other reserves
	(11,848)
	
	
	
	
	(11,848)

	Retained earnings
	20,695,309
	
	 
	 
	 
	20,695,309

	Total equity attributable to equity holders of the Company
	40,576,100
	
	 
	 
	 
	40,576,100

	Minority interests
	584,094
	
	
	
	
	584,094

	Loans and borrowings
	4,472,547
	
	
	
	
	4,472,547

	Deferred tax liability
	2,627,520
	
	
	
	
	2,627,520

	Provisions
	570,741
	
	
	
	
	570,741

	Finance lease liability
	203,892
	
	
	
	
	203,892

	Derivative financial instruments
	4,583
	
	
	
	
	4,583

	Other non-current liabilities
	220,163
	
	
	
	 
	220,163

	Trade and other payables and accruals
	15,860,434
	
	
	
	(72,170)
	15,788,264

	Current portion of loans and borrowings
	4,048,568
	
	
	
	45,339
	4,093,907

	Short-term bank loans
	374,686
	
	
	
	
	374,686

	Current portion of finance lease liabilities
	122,006
	
	
	
	
	122,006

	Derivative financial instruments
	4,766
	
	
	
	
	4,766

	Provisions
	113,041
	
	
	
	
	113,041

	Income tax payable
	706,131
	
	
	
	
	706,131

	Liabilities classified as held for sale
	1,417,716
	
	
	
	 
	1 417 716 

	Total equity and liabilities
	71,906,988
	
	
	
	(26,831)
	71,880,157


3.    CHANGE IN ACCOUNTING POLICY AND RECLASIFICATION OF PREVIOUS PERIOD (CONTINUED)
	
	31/03/2006
as previously stated
	Reclasification
	31/03/2006 
as restated

	Revenue
	20,139,968
	116,085
	20,256,053

	Cost of sales
	(18,362,803)
	(2,574)
	(18,365,377)

	Gross profit
	1,777,165
	113,510
	1,890,676

	
	
	
	 

	Other income
	327,429
	(43,178)
	284,251

	Distribution expenses
	(675,581)
	
	(675,581)

	Administrative expenses
	(396,756)
	(2,420)
	(399,176)

	Other expenses
	(54,105)
	(67,731)
	(121,836)

	Operating profit before finance costs
	978,152
	182
	978,334

	
	
	
	 

	Finance income
	578,311
	(276,897)
	301,414

	Finance expenses
	(619,075)
	276,718
	(342,358)

	Net finance costs
	(40,764)
	(180)
	(40,944)

	
	
	
	 

	Profit before tax
	937,388
	2
	937,390

	
	
	
	

	Income tax expense
	(123,193)
	(1)
	(123,194)

	
	
	
	

	Profit for the period
	814,195
	1
	814,196

	
	
	
	

	Attributable to:
	
	
	

	    Equity holders of the Company
	786,288
	
	786,289

	    Minority interest
	27,907
	
	27,907

	Profit for the period
	814,195
	
	814,196


4. Business segments
An analysis of the Group’s revenue is as follows:    
	31 March  2007
	Refinery production
	Retail
	Chemical production
	Other
	Eliminations
	Total

	Revenues
	
	
	
	
	
	

	Total external revenues
	9,338,635
	1,643,230
	9,394,563
	256,571
	--
	20 ,632,999

	Intersegment revenues
	8,092,746
	29,091
	2,520,692
	218,225
	(10,860,754)
	--

	Total segment revenue
	17,431,381
	1,672,321
	11,915,255
	474,796
	(10,860,754)
	20,632,999

	Result from operating activities
	487,643
	97,984
	1,776,821
	(82,080)
	37,829
	2,318,197

	Net finance costs
	
	
	
	
	
	(154,839)

	Profit before tax
	
	
	
	
	
	2,163,358

	Income tax expense
	
	
	
	
	
	(587,312)

	Profit  for the period
	
	
	
	
	
	1,576,046


4.    BUSINESS SEGMENTS (CONTINUED)

	31 March  2006
	Refinery production
	Retail
	Chemical production
	Other
	Eliminations
	Total

	Revenues
	
	
	
	
	
	

	Total external revenues
	8,295,648
	1,386,766
	10,433,887
	139,752
	--
	20,256,053

	Intersegment revenues
	8,761,161
	23,773
	3,828,264
	282,018
	(12,895,216)
	--

	Total segment revenue
	17,056,809
	1,410,539
	14,262,151
	421,770
	(12,895,216)
	20,256,053

	Result from operating activities
	(488,477)
	6,014
	1,382,588
	28,701
	49,508
	978,334

	Net finance costs
	
	
	
	
	
	(40,944)

	Profit before tax
	
	
	
	
	
	937,390

	Income tax expense
	
	
	
	
	
	(123,194)

	Profit  for the period
	
	
	
	
	
	814,196


	31 March  2007
	Refinery
	Retail
	Chemical
	Other
	Eliminations


	Consolidated

	Depreciation  and amortization
	(224,131)
	(77,438)
	(453,500)
	(36,616)
	--
	(791,685)


	31 March  2006
	Refinery
	Retail
	Chemical
	Other
	Eliminations


	Consolidated

	Depreciation  and amortization
	(211,573)
	(85,489)
	(691,889)
	(12,114)
	--
	(1,001,065)


5. Non-current assets held for sale 
KAUČUK, a.s.

On 30 January 2007 the Company entered into a share purchase agreement with FIRMA CHEMICZNA DWORY S.A. to sell 100% of shares of KAUČUK, a.s. The contracted selling price is EUR 195 million. Completion of the sale is expected in the next few months. As a result KAUČUK, a.s.´s assets and liabilities are presented as assets and liabilities classified as held for sale as at 31 March 2007. Based on the contracted selling price and estimated expenses to be incurred to complete the sale, an impairment charge of CZK 1,669,916 thousand was established to assets held for sale as at 31 December 2006 and increased in amount of CZK 449,171 thousands as at 31 March 2007.
Assets classified as held for sale

	
	31/03/2007
	31/12/2006

	Property, plant and equipment
	5,199,423
	5,175,496

	Intangible assets
	2,676
	7,590

	Other investments
	78,334
	117,272

	Non-current receivables
	38,939
	51,459

	Inventories
	1,350,761
	1,223,364

	Trade receivables 
	1,790,882
	1,725,073

	Prepayments and other current assets
	91,951
	56,626

	Cash and cash equivalents
	863,983
	640,798

	Impairment of assets held for sale
	(2,119,087)
	(1,669,916)

	Assets held for sale
	7,297,862
	7,327,762


Liabilities classified as held for sale

	
	31/03/2007
	31/12/2006

	Provisions
	105,338
	106,396

	Deferred tax liability
	409,312
	404,970

	Interest bearing loans and borrowings
	137,500
	100,025

	Trade payables and accruals
	645,316
	756,325

	Liabilities related to assets held for sale
	1,297,466
	1,417,716


6. Significant post balance sheet events 

Change in statutory bodies
The Supervisory Board, on 27 April 2007, acknowledged the resignation of Mr. Cezary K. Smorszczewski from the Supervisory Board, providing that his function as the Supervisory Board Member ceases as of this day. As a result of having a vacant position on the Supervisory Board, the Supervisory Board appointed Mr. Krystian Pater as a substitute member of the Supervisory Board,  until the next General Meeting of UNIPETROL, a.s.

	Signature of statutory representatives
	
	             14 May 2007       

	
	
	

	
	
	

	
	
	

	            Francois Vleugels
Chairman of the Board of Directors
	
	                  Dariusz Marzec

Vice-chairman of the Board of Directors
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These condensed consolidated interim notes are unaudited.


